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SECURITIES  AND  EXCHANGE 
COMMISSION 

[17CFR  Part  240] 

(Release  No.  34-16104,  File  No.  S7-796] 

Shareholder  Communications, 
Shareholder  Participation  in  the 
Corporate  Electoral  Process  and 
Corporate  Governance  Generally 

agency:  Securities  and  Exchange 

Commission. 

action:  Proposed  rules. 

summary:  The  Commission  is  proposing 
for  comment  rule  and  schedule 
amendments  which  are  intended  to 
provide  greater  opportunities  for 
shareholders  to  obtain  information  and 
advice  with  respect  to  matters  on  which 
they  vote.  The  proposals  would  require 
that  shareholders  be  provided  with  a 
proxy  card  which  (a)  indicates  whether 
the  proxy  is  solicited  on  behalf  of  the 
issuer’s  board  of  directors,  (b)  permits 
shareholders  to  vote  for  or  against 
nominees  for  election  as  directors, 
individually,  and  (c)  does  not  confer 
discretionary  authority  to  vote  on 
matters  referred  to  in  the  proxy  card  as 
to  which  shareholders  have  an 
opportunity  to  vote  and  do  not  specify  a 
choice,  notwithstanding  any  indication 
that  a  signed  proxy  may  be  counted  for 
purposes  of  a  quorum.  "The  Commission 
also  requests  comments  on  a  proposed 
rule  requiring  that  shareholders  be 
provided,  under  certain  circumstances, 
with  information  concerning  the  votes 
cast  for  and  against  incumbent 
directors.  Other  proposals  would 
exempt  from  the  informational  and  filing 
requirements  of  the  proxy  rules  the 
furnishing  of  proxy  voting  advice  by 
financial  advisors,  under  certain  limited 
circumstances.  Such  activities,  however, 
as  well  as  non-issuer  solicitations  made 
to  ten  or  fewer  persons,  would  be 
subject  to  the  proxy  rule  prohibition 
against  false  or  misleading  statements. 
Additionally,  the  Commission  requests 
comments  on  proposed  rules  which 
would  require  disclosure  of  the  date  by 
which  shareholder  proposals  must  be 
received  in  order  to  be  included  in  the 
issuer's  proxy  statement. 
date:  Comments  should  be  received  by 
the  Commission  on  or  before  September 
30. 1979. 

ADDRESSES:  All  comments  should  be 
submitted  in  triplicate  to  George  A. 
Fitzsimmons,  Secretary,  Securities  and 
Exchange  Commission,  500  North 
Capitol  Street,  Washington,  D.C.  20549. 
Comment  letters  should  refer  to  File  No. 


S7-796.  All  comments  receivied  will  be 
available  for  public  inspection  and 
copying  at  the  Commission's  Public 
Reference  Room,  1100  L  Street,  N.W., 
Washington,  D.C.  20549. 

FOR  FURTHER  INFORMATION  CONTACT: 
Richard  B.  Nesson,  G.  Michael  Stakias 
or  Gregory  H.  Mathews,  Division  of 
Corporation  Finance,  Securities  and 
Exchange  Commission,  Washington, 

D.C.  20549,  (202)  755-1750. 
SUPPLEMENTARY  INFORMATION:  The 
Securities  and  Exchange  Commission 
today  published  for  comment  proposed 
amendments  to  Regulation  14A  (17  CFR 
240.14a-l  et  seq.)  and  Schedule  14A  (17 
CFR  240.14a-101)  under  the  Securities 
Exchange  Act  of  1934  (15  U.S.C.  78a,  et 
seq.,  as  amended  by  Pub.  L.  No.  94-29 
(June  4, 1975]].  The  proposals  are  part  of 
the  Commission's  continuing 
consideration  of  issues  which  have  been 
raised  in  its  re-examination  of  rules 
relating  to  shareholder  communications, 
shareholder  participation  in  the 
corporate  electoral  process  and 
corporate  governance  generally. 

I.  Background 

In  April  1977,  the  Commission 
authorized  its  staff  to  institute  a  broad 
re-examination  of  its  rules  relating  to 
shareholder  communications, 
shareholder  participation  in  the 
corporate  electoral  process  and 
corporate  governance  generally.  As 
explained  in  Securities  Exchange  Act 
Release  No.  13482  (April  28, 1977],  42  FR 
23901  (May  11, 1977],  the  decision  to 
undertake  the  study  was  based,  in  large 
part,  on  expressions  of  concern  about 
the  efficacy  of  existing  mechanisms  of 
corporate  accountability,  including 
proxy  solicitations  and  the  corporate 
electoral  process.  In  the  fall  of  1977,  the 
Commission  held  public  hearings  on  a 
number  of  issues,  including  questions 
relating  to  the  adequacy  of  existing 
avenues  of  communications  between 
shareholders  and  corporations  and  the 
role  of  shareholders  in  the  corporate 
electoral  process.*  Public  hearings  were 
held  in  Washington,  D.C.,  Los  Angeles, 
New  York  and  Chicago  at  which  more 
than  300  individuals  and  organizations 
testified  or  submitted  written  comments. 

In  light  of  the  complexity  and  variety 
of  issues  under  consideration,  the 


'  Securities  Exchange  Act  Release  No.  13901 
(August  29. 1977).  42  ER  44860  (September  7. 1977). 
contains  a  statement  of  the  issues  on  which 
testimony  and  comments  were  requested.  The 
identification  of  these  issues  was  based,  in  part, 
upon  the  public  comments  received  in  response  to 
the  Commission's  prior  release.  Transcripts  of  the 
hearings  and  comment  letters  submitted  during  the 
hearing  phase  of  the  proceeding  are  available  for 
inspection  at  the  Commission's  Public  Reference 
Room.  1100  L  Street.  N.W.,  Washington.  D.C.  20549. 
(File  No.  S7-693) 


Commission  determined  to  address  the 
issues  raised  in  the  proceedings  in 
stages.  In  July  1978,  the  Commission 
published  for  comment  rulemaking 
proposals  intended  to  provide 
shareholders  with  information  to  assist 
their  assessment  of  the  structure, 
composition  and  functioning  of  issuers’ 
boards  of  directors.*  The  adoption  of 
these  proposals  for  the  1979  proxy 
season  was  announced  in  Securities 
Exchange  Act  Release  No.  15384 
(December  6, 1978],  43  FR  58522 
(December  14, 1978].  At  that  time,  the 
Commission  indicated  that  further 
stages  of  its  response  to  the  issues 
raised  in  the  proceeding  would  consist 
of  possible  additional  rule-making 
proposals  or  recommendations  for 
legislation  and  the  publication  of  a  staff 
report  on  other  important  questions 
under  consideration. 

Based  on  its  review  of  the  comments 
and  testimony  submitted  in  the 
proceeding,  as  well  as  its  experience  in 
administering  the  federal  securities 
laws,  the  Commission  is  proposing 
certain  amendments  to  its  proxy  rules. 
The  Commission  believes  that  it  is 
appropriate  to  publish  these  proposals 
for  comment  at  the  present  time  so  that 
the  improvements  in  the  proxy 
soliciation  process,  contemplated  by 
these  proposals,  may  be  operative  for 
the  upcoming  proxy  season.  The 
Commission  is  aware  that  these 
proposals  may  result  in  additional  costs 
to  registrants.  Commentators  are 
specifically  requested  to  furnish 
information  concerning  such  costs,  to 
supply  empirical  data  to  the  extent 
possiljle  in  support  of  their  comments, 
and  to  suggest  any  modifications  that 
might  reduce  additional  costs. 

n.  Proposed  Rules 

A.  Voting  on  Individual  Nominees  for 
Director — Proposed  Rule  14a-4(bJ(2) 
and  Proposed  Item  6(g) 

A  central  question  underlying  many  of 
the  issues  raised  during  the 
commission's  public  proceeding  was 
whether  increasing  the  opportunity  for 
shareholders  to  participate  in  the 
corporate  electoral  process  could  have  a 
significant  positive  impact  on  corporate 
accountability.  Several  commentators 
noted  that  shareholders,  as  a  group,  are 
difficult  to  mobilize  as  a  force  for 
influencing  corporate  decisionmaking 
because  they  are  so  numerous  and  have 
such  diverse  interests.  These 
commentators  concluded  that  most 
shareholders,  with  the  exception  of 
institutional  investors  and  employee 
shareholders,  lack  the  time  and 


*See  Securities  Exchange  Act  Release  No.  14970 
(July  18. 1978),  43  FR  31945  ((uly  24. 1978). 
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motivation  to  participate  more  actively. 
In  the  Commission’s  view,  corporations 
should  explore  further  the  possibility 
that  shareholder  participation, 
quantitatively  and  qualitatively,  might 
increase  if  the  opportunities  for  such 
participation  were  made  more 
meaningful. 

Commentators  pointed  out  that 
because  access  to  the  corporate  proxy 
statement  for  the  purpose  of  making 
nominations,  and  to  the  corporate 
treasury  for  the  purpose  of  soliciting 
support  for  its  nominees,  is  reserved  to 
the  incumbent  board,  in  most  instances 
only  candidates  selected  by  the  board 
will  be  elected.  Moreover,  the  act  of 
shareholder  voting  is  made  virtually  pro¬ 
forma  because  shareholders  rarely,  if 
ever,  are  given  an  opportunity  either  to 
express  their  views  on  individual 
candidates  or  to  choose  among  two  or 
more  candidates  for  each  board 
vacancy.® 

The  Commission  believes  that 
shareholders  ought  to  have  an 
opportunity  for  more  meaningful 
participation  in  the  director  selection 
process.^  Such  participation  might 
improve  that  process  and  could  make 
boards  of  directors  more  aware  of 
qualifications  which  shareholders  desire 
directors  to  have. 

At  the  public  hearings  the 
Commission  had  requested  comments 
on  the  desirability  of  changing  its  rules 
relating  to  proxy  cards.  In  many  cases, 
proxy  cards  represent  the  only  written 
communication  from  shareholders  which 
corporations  receive  on  a  regular  basis. 
Whe.re  the  only  matters  being  voted  on 
at  the  shareholders’  meetihg  are  the 
election  of  directors  and  the  election  or 
approval  of  other  persons,  such  as  the 
outside  auditors,  the  Commission’s 
proxy  rules  presently  permit 
corporations  to  furnish  a  proxy  card 
which  provides  only  a  means  for 
shareholders  to  authorize  a  vote  in  favor 
of  the  entire  slate  of  nominees  which 
has  been  proposed.  If  additional  matters 
are  to  be  considered  at  the  meeting,  the 
proxy  rules  require  that  the  proxy  card 


®  A  number  of  these  commentators  urged  the 
Commission  to  consider  a  rule  to  require  the 
inclusion  of  shareholder  nominations  in  the 
corporate  proxy  materials.  The  staff  report  wili 
contain  a  discussion  of  this  issue. 

*  Item  6(d)(2)  of  Schedule  14A  requires  any  issuer 
which  has  a  nominating  committee  of  its  board  of 
directors  to  state  whether  or  not  such  committee 
considers  nominees  recommended  by  shareholders 
and.  if  so.  to  describe  the  procedures  to  be  followed 
by  shareholders  in  submitting  recommendations. 
The  Commission  believes  that  issuers,  by 
encouraging  the  submission  of  shareholder 
recommendations  and  by  giving  such 
recommendations  serious  consideration,  could 
make  shareholder  participation  in  the  electoral 
process  substantially  more  meaningful  and 
effective. 


also  provide  a  means  to  withhold 
authority  to  vote  for  the  entire  slate  of 
nominees.® 

After  each  proxy  season  the 
Commission  receives  a  number  of  letters 
from  shareholders  complaining  that, 
while  an  issuer’s  proxy  statement 
provided  information  concerning  each 
nominee  for  election  as  a  director, 
thereby  providing  a  basis  for  the 
shareholder’s  voting  decision,  there  was 
no  opportunity  to  express  that  decision 
selectively  because  the  proxy  card  did 
not  provide  any  mechanism  to  vote  for 
or  against  individual  nominees.  Under 
these  circumstances,  the  shareholder 
was  required  to  write  in  the  margins  of 
the  proxy  card,  draw  lines,  or  use  other 
creative  means  in  order  to  communicate 
his  opposition  to  any  nominee.  Several 
commentators  at  the  Commission’s 
public  hearings  suggested  that  the  proxy 
rules  be  amended  to  give  shareholders 
an  opportunity  to  send  a  message  to  the 
board  of  directors  by  voting  against 
individual  nominees. 

Based  on  the  foregoing,  the 
Commission  has  determined  to  publish 
for  comment  amendments  to  its 
requirements  as  to  proxies.  Proposed - 
Rule  14a-4(b)(2)  would  require  that  a 
form  of  proxy  relating  to  the  election  of 
directors  list  the  nominees  and  permit 
shareholders  to  vote  for  or  against  each 
nominee,  individually,  by  marking  a  box 
or  by  similar  means.®  However,  the 
proxy  card  may  also  furnish  a  means  for 
shareholders  to  vote  in  favor  of  the 
entire  slate  of  nominees  by  marking  a 
single  box,  rather  than  by  marking 
boxes  for  each  of  the  nominees, 
provided  that  there  is  a  similar  means 
for  the  security  holder  to  vote  against 
the  entire  slate. 

As  discussed  more  fully  below, 
shareholders  in  certain  corporations 
may  have  cumulative  voting  rights  in  an 
election  of  directors.  The  Commission 
recognizes  that  if  there  is  a  contest  with 
respect  to  an  election  of  directors  in  any 
such  corporation,  in  order  to  fully  reflect 
the  intention  of  shareholders  who  vote, 
it  may  be  necessary  for  the 
proxyholders,  using  their  discretion,  to 
cumulate  and  vote  shares  among  the 
nominees  who  have  not  received 


*See  Securities  Exchange  Act  Rule  14a-4(b)(2).  17 
CFR  240.14a-4|b)(2). 

‘The  Commission  is  aware  that,  generally, 
directors  are  elected  by  a  plurality  of  votes  cast 
and,  therefore,  a  vote  "against”  nominees  for 
election  as  directors  is  treated  by  corporations  as 
an  abstention  from  voting.  While  proposed  Rule 
14a-4(b)(2),  if  adopted,  would  not  change  state  law 
in  this  regard,  it  would  nevertheless  permit 
shareholders  to  express  their  opposition  to 
candidates  more  clearly  than  is  provided  for  under 
the  current  rules.  Proposed  item  5(c)  of  Schedule 
14A  would  require  that  the  proxy  statement  disclose 
how  votes  against  nominees  will  be  treated  under 
state  law. 


negative  votes.^The  Commission 
believes  that  it  may  be  appropriate  to 
provide  that  the  grant  of  such  authority 
to  proxyholders  be  made  explicit. 
Therefore,  proposed  Rule  14a-4(bK2) 
also  provides  that  if  security  holders 
have  cumulative  voting  rights,  the  form 
of  proxy  ^ay  provide  a  means  for  the 
security  holder  to  grant  discretionary 
authority  to  have  his  shares  cumulated 
and  voted  for  any  nominees  other  than 
nominees  the  security  holder  has  voted 
against.®  In  addition,  the  Commission 
requests  comm.cats  with  respect  to  the 
need  for,  or  desirability  of,  a  rule  which 
would  require  that  if  shareholders  have 
cumulative  voting  rights,  the  proxy  card 
provide  a  means  for  security  holders  to  ~ 
exercise  such  rights  on  an  individual 
basis. 

During  the  public  hearings,  some 
commentators  expressed  concern  that  if 
the  proxy  card  were  changed  to  provide 
shareholders  a  means  to  vote  with 
respect  to  individual  nominees,  the 
continued  use  by  issuers  of  data 
processing  techniques  to  tabulate  votes 
might  become  difficult  and  substantially 
more  expensive.  As  indicated  above,  the 
Commission  believes  that  permitting 
shareholders  to  vote  on  individual 
nominees  may  significantly  improve  the 
quality  of  shareholder  participation  in 
the  corporate  electoral  process  and, 
thereby,  enhance  the  integrity  of  that 
process.  The  Commission  specifically 
requests  suggestions  for  accomplishing 
the  proposed  changes  in  the  proxy  card 
in  a  manner  which  would  permit  the 
continued  use  of  existing  tabulating 
techniques.® 

The  Commission  is  also  proposing  for 
comment  an  amendment  to  item  6  of 
Schedule  14A,  which  requires  that  if 
action  is  to  be  taken  with  respect  to  the 
election  of  directors,  the  proxy 
statement  contain  certain  information 
about  each  nominee  and  each  director 
whose  term  of  office  will  continue  after 
the  meeting.  Proposed  item  6(g)  would 


’The  Commission  specifically  requests  comments 
on  the  relationship  between  voting  for  or  against 
nominees,  as  provided  in  proposed  Rule  14a-4[b)(2). 
and  the  exercise  of  cumulative  voting  rights, 
particularly  with  regard  to  voting  in  election 
contests. 

‘The  Commission  is  aware  that  some  states 
provide  for  the  fulfillment  of  certain  notice 
requirements  as  conditions  precedent  to  the 
exercise  of  cumulative  voting  rights.  Where 
discretionary  authority  to  cumulate  votes  is 
solicited  pursuant  to  proposed  Rule  14a-4(b)(2). 
whether  the  act  of  marking  the  proxy  card  satisfies 
those  requirements  is  a  matter  of  state  law. 

Proposed  item  5(c)  of  Schedule  14A  would  require  in 
part  that,  if  such  authority  is  solicited,  the  proxy 
statement  disclose  whether,  in  addition  to  marking 
the  proxy  card,  there  are  conditions  precedent  to 
the  exercise  of  cumulative  voting  rights. 

‘Commentators  are  encouraged  to  explain  and 
quantify  any  cost  effects  of  changes  in  tabulation 
techniques,  and  to  discuss  alternatives  available. 
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require  disclosure,  with  respect  to  those 
classes  of  voting  stock  which 
participated  in  the  election  of  directors 
at  the  most  recent  annual  meeting,  of  the 
percentage  of  shares  present  at  the 
meeting  and  voting  in  the  election  of 
directors.  It  would  also  require 
disclosure  in  tabular  format  of  the 
percentage  of  those  shares  voting  in  the 
election  of  each  nominee  which  was 
voted  for  and  against  each  nominee. 

This  information  could  help 
shareholders  better  evaluate  the  process 
by  which  nominees  are  selected, 
particularly  the  extent  to  which 
shareholder  preferences  were 
considered.  Since  the  information 
concerning  the  vote  received  by 
incumbent  directors  would  not  be 
particularly  meaningful  in  cases  where 
the  vote  for  each  director  is  virtually 
unanimous,  an  instruction  to  the 
proposed  item  provides  that  disclosure 
is  required  only  if,  with  respect  to  any 
class  of  voting  stock,  5%  or  more  of  the 
shares  voting  were  voted  against  any 
incumbent  director.  If,  however,  one  or 
more  incumbent  directors  received  a 
negative  vote  of  that  size,  disclosure 
would  be  required  as  to  all  directors.  If 
an  issuer  elects  less  than  the  entire 
board  of  directors  annually,  disclosime 
would  be  required  as  to  all  directors 
where  any  director  received  a  5%  or 
greater  negative  vote  when  most 
recently  elected.*®  While  the  rule 
requires  that  such  disclosure  be 
included  in  the  proxy  statement  for  the 
next  annual  meeting,  the  Commission 
believes  that  the  inclusion  of  such 
inforr  ation  in  post-meeting  reports 
cou’d  be  of  immediate  benefit  to 
shareholders." 

In  view  of  the  fact  that  this  proposed 
item  calls  for  disclosure  of  information 
which  would  be  generated  only  if  the 
Commission  were  to  adopt  proposed 
Rule  14a-4(b)(2).  it  is  contemplated  that 
compliance  with  the  proposed  item 
would  not  be  required  for  the  initial 
proxy  season  which  follows  the 

'“The  Commission  is  aware  that  proposed  item 
6(g)  may  require  issuers  whose  directors  serve 
staggered  terms  to  make  more  extensive  disclosure 
over  a  longer  period  of  time  than  would  be  required 
of  issuers  that  elect  all  directors  annually. 

Comments  are  specifically  solicited  on  the  costs  and 
benefits  of  this  aspect  of  the  proposal. 

"The  Commission  invites  comment  on  the 
question  of  whether  there  should  be  an  exemption 
from  disclosure  of  this  information  where  it  has 
previously  appeared  in  an  issuer's  post-meeting 
report.  Generally,  the  Commission  favors  the  use  of 
post-meeting  reports  and  has  noted  that  a  small,  but 
nonetheless  significant,  number  of  issuers  have 
adopted  the  practice  of  mailing  to  shareholders  brief 
descriptions  of  their  annual  meetings,  setting  forth, 
in  tabular  form,  the  results  of  the  voting  with 
respect  to  the  various  matters  submitted  for 
shareholder  vote. 


effective  date  of  proposed  Rule  14a- 
4(b)(2),  if  adopted. 

B.  Disclosure  of  Cumulative  Voting 
Rights — Proposed  Item  5(c) 

A  number  of  states  permit  a 
corporation  to  provide  in  its  articles  of 
incorporation  for  shareholders  to  have 
the  right  to  cumulate  their  votes  for  one 
or  more  nominees  when  voting  in  an 
election  of  directors.  A  few  states 
mandate  cumulative  voting  rights.*®  Item 
5(c)  of  Schedule  14A  presently  requires 
that  if  persons  solicited  have  cumulative 
rights  the  proxy  statement  indicate  that 
they  have  such  rights  and  briefly  state 
any  conditions  precedent  to  the  exercise 
thereof. 

If,  as  contemplated  by  proposed  Rule 
14a-b(b)(2),  shareholders  are  furnished 
with  a  proxy  card  which  permits  them  to 
vote  for  or  against  individual  nominees, 
shareholders  having  cumulative  voting 
rights  may  need  additional  information 
explaining  the  effect  of  cumulative 
voting  on  the  election  process. 

Therefore,  the  Commission  is  proposing 
for  comment  an  amendment  to  item  5(c) 
of  Schedule  14A  which  would  add  to  the 
present  provisions  a  requirement  that 
such  rights  be  briefly  described.  In 
addition,  if  discretionary  authority  to 
cumulate  votes  is  solicited  pursuant  to 
the  provisions  of  proposed  Rule  14a- 
4(b)(2),  the  proxy  statement  would  be 
required  to  indicate  whether  votes  will 
be  cast  for  any  nominee  or  nominees  in 
preference  to  others  and,  if  so,  in  what 
manner. 

C.  Voting  of  Unmarked  Proxies — 
Proposed  Rule  14a-4(b)(3) 

The  Commission’s  proxy  rules 
presently  permit  the  furnishing  of  a 
proxy  card  which  confers  discretionary 
authority  with  respect  to  matters, 
including  the  election  of  directors,  as  to 
which  shareholders  fail  to  specify  a 
choice,  provided  that  the  form  of  proxy 
states  in  boldface  type  how  the  shares 
will  be  voted.** Typically,  the  proxy 
card  furnished  by  an  issuer  provides 
that  unless  the  shareholder  otherwise 
specifies  a  choice,  by  marking  a  box,  the 
proxy  will  be  voted  in  favor  of  nominees 
proposed  by  the  issuer's  board  of 
directors,  for  the  adoption  of  proposals 
recommended  by  the  board,  and,  in 
most  cases,  against  any  shareholder 
proposal.  Certain  commentators,  noting 
that  shareholders  are  advised  how 
unmarked  proxies  will  be  voted, 
concluded  that  the  affirmative  acts  of 
signing  the  proxy  card  and  returning  it 

'‘‘See,  e.g.,  Del.  Code  Ann.  Ch.  8,  §  214. 

'‘See,  e.g..  111.  Ann.  Stat.  Ch.  32,  §  157.28. 

'“Rules  14a-4(b)(l)  and  14a-4(b)(2),  17  CFR 
§S  240.14a-4(b)(l)  and  240.14a-4(b)(2). 


to  the  issuer  were  substantial  evidence 
of  a  shareholder's  intention  to  grant  the 
issuer  authority  to  vote  his  shares. 

These  commentators  also  contended 
that  counting  unmarked  proxies  as 
abstentions  would  make  it  extremely 
difHcult  to  obtain  a  quorum  at  the 
shareholders’  meeting.  During  the  public 
hearings,  however,  several  other 
commentators  objected  to  permitting 
issuers  to  vote  unmarked  proxies.  The 
Commission  is  concerned  that 
shareholders  may  wish  to  vote  on 
certain  matters  and,  by  not  marking  the 
boxes  provided,  abstain  on  others. 

Under  the  present  proxy  rules,  however, 
proxy  cards  on  which  a  choice  has  not 
been  specified  may  be  voted  in  the 
issuer’s  discretion.  Such  a  result  may 
not  be  consistent  with  the  intent  of 
shareholders  and  could  dilute  the 
meaning  of  the  vote  conveyed  to  the 
issuer’s  board  of  directors. 

Proposed  Rule  14a-4(b)(3),  therefore, 
provides  that  no  form  of  proxy  shall 
confer  discretionary  authority  to  vote 
with  respect  to  any  matter  as  to  which 
the  shareholder  is  afforded  an 
opportunity  to  specify  a  choice  and  no 
specification  has  been  made.*® The  rule 
does,  however,  provide  that  a  form  of 
proxy  may  provide  a  means  by  ballot  for 
security  holders  to  grant  to  the  issuer 
discretionary  authority  to  vote  for  any 
matter  as  to  which  the  security  holder  is 
afforded  an  opportunity  to  specify  a 
choice,  other  than  elections  to  office. 
Responding  to  concerns  about  possible 
difficulties  in  obtaining  a  quorum, 
proposed  Rule  14a-4(b)(3)  states  that  a 
form  of  proxy  may  provide,  in  boldface 
type,  that  the  shares  represented  by  a 
proxy  which  has  been  signed  but  on 
which  no  choice  has  been  specified  may 
be  counted  for  purposes  of  obtaining  a 
quorum.  *®  Pursuant  to  present  Rule  14a- 
4(c),*’' proxies  could  continue  to  confer 
discretionary  authority  to  vote  with 
respect  to  certain  matters,  including 
those  arising  at  the  meeting  which  were 

'“The  Commission  is  aware  th.it  in  some 
situations  a  shareholder  may  wish  to  vole  on 
certain  matters  but  be  unable  to  abstain  on  others 
because  the  proxy  card  provides  only  for 
affirmative  and  negative  votes.  The  Commission 
specirically  requests  comments  on  the  desirability 
of  requiring  that  the  proxy  card  also  provide  a 
means  fur  shareholders  to  abstain  on  matters  other 
than  the  election  of  directors.  In  this  regard,  sec. 

Cal.  Corp.  Code  §  604. 

'“The  Commission  recognizes  that  providing  for 
unmarked  proxies  to  be  counted  for  quorum 
purposes  may  not  fully  deal  with  the  concern  that  in 
some  cases,  because  of  the  provisions  of  state  law 
or  of  a  corporation's  governing  instruments,  voting 
of  a  specified  percentage  of  the  outstanding  shares 
is  required  fur  the  resolution  of  certain  matters. 
Commentators  are  specifically  requested  to  address 
this  issue  and  to  recommend  alternative 
formulations  of  the  proposed  rule. 

”17  CFR  240.14a-4(c). 
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not  reasonably  anticipated  prior  to  the 
mailing  of  the  proxy  materials  as  well  as 
matters  incident  to  the  conduct  of  the 
meeting. 

D.  Identification  of  Persons  on  Whose 
Behalf  Proxies  Are  Solicited — Proposed 
Rule  14a-4(a) 

Rule  14a-4(a]  of  the  Commission’s 
proxy  rules  requires  that  the  form  of 
proxy  indicate  in  boldface  type  whether 
or  not  the  proxy  is  solicited  on  behalf  of 
the  “management"  of  the  issuer.** This 
provision  has  had  the  effect  of 
identifying  proxy  cards  furnished  as  part 
of  issuers'  proxy  materials  as 
“Management’s  Proxies."  Since  it  is  the 
board  of  directors,  and  not  management, 
which  has  the  responsibility  for 
nominating  directors,  the  corporate 
proxy  materials  should  make  it  clear 
that  shareholders’  proxies  are  being 
solicited  by  the  board.  *®  The 
Commission,  therefore,  is  proposing  an 
amendment  to  Rule  14a-4(a)  which 
would  require  that  the  proxy  card,  if 
provided  by  the  issuer,  indicate  in 
boldface  type  whether  or  not  the 
shareholder’s  proxy  is  solicited  on 
behalf  of  the  issuer’s  board  of  directors. 
If  the  proxy  card  is  provided  other  than 
by  a  majority  of  the  board  of  directors, 
the  card  would  identify  in  boldface  type 
the  person  on  whose  behalf  the  proxy  is 
solicited.  Thus,  a  shareholder  receiving 
proxy  soliciting  material  relating  to  an 
election  contest  would  easily  be  able  to 
determine  whether  the  materials  were 
provided  by  the  issuer  or  by  persons 
opposing  the  issuer’s  solicitation. 

E.  Disclosure  of  the  Date  for  Receipt  of 
Shareholder  Proposals — Rule  14a-5(e) 

Rule  14a-8  of  the  Commission’s  proxy 
rules  contains  provisions  relating  to 
the  inclusion  of  shareholder  proposals  in 
the  issuer’s  proxy  statement  and  form  of 
proxy.  Subparagraph  (a)(3)(i)  of  Rule 
14a-8  provides  that  a  shareholder 
proposal  must  be  received  at  the  issuer’s 
principal  executive  office  not  less  than 
90  days  in  advance  of  the  date  set  forth 
in  the  issuer’s  proxy  statement  relating 
to  the  previous  year’s  annual  meeting. 
Rule  14a-5(e)  requires  that  the  first  page 
of  the  issuer’s  proxy  statement  bear  the 
approximate  date  the  proxy  materials 
are  first  sent  or  given  to  shareholders.’** 
A  few  commentators  at  the  public 
hearings  suggested  that  shareholders 


'*17  CFR  240.14a -4(c). 

"’The  Commission  recognizes  that  its  proxy  rules 
presently  contain  language  implying  that  proxy 
materials  provided  by  the  issuer  are 
"management's"  proxy  materials.  If  the  proposed 
amendment  is  adopted,  the  Commission  also 
intends  to  adopt  technical  amendments  to  its  rules 
to  delete  such  references. 

"17  CFR  240.14a-8. 

*'  17  CFR  240.14a-5(e). 


may  not  be  familiar  with,  or  easily 
understand,  the  rules  for  computing  the 
deadline  for  submission  of  shareholder 
proposals.  The  Commission’s  experience 
in  rendering  informal  advisory 
assistance  with  respect  to  the  operation 
of  the  shareholder  proposal  rules 
indicates  that  many  shareholder 
proponents  fail  to  meet  the  burden  of 
submitting  proposals  on  a  timely  basis 
for  those  reasons.  Therefore,  the 
Commission  is  requesting  comments  on 
proposed  Rule  14a-5(f),  which  would 
require  an  issuer’s  proxy  statement  to 
disclose,  under  an  appropriate  caption, 
the  date  by  which  shareholder  proposals 
must  be  received  by  the  issuer  for 
inclusion  in  the  proxy  materials  relating 
to  the  next  annual  meeting.  Issuers 
would,  of  course,  calculate  the  date  to 
be  disclosed  according  to  the  provisions 
of  Rule  14a-8(a)(3)(i).  The  proposed  rule 
further  provides  that,  if  the  date  of  the 
next  annual  meeting  is  subsequently 
advanced  by  more  than  30  calendar 
days  or  delayed  by  more  than  90 
calendar  days  from  the  date  of  the 
annual  meeting  to  which  the  proxy 
statement  relates,**  the  issuer  shall 
promptly  inform  shareholders  of  the 
change  by  any  means  reasonably 
calculated  to  so  inform  them. 

F.  The  Furnishing  by  Financial  Advisors 
of  Proxy  Voting  Advice — Proposed  Rule 
14a-2(bj(2) 

Solicitations  of  proxies  with  respect  to 
securities  registered  under  Section  12  of 
the  Exchange  Act,  unless  excepted  from 
the  application  of  the  Commission’s 
proxy  rules,  must  comply  with  the 
provisions  of  Regulation  14A.  Under 
Regulation  14A,  no  solicitation  may  be 
made  unless  the  shareholder  has  been 
furnished  with  a  written  proxy 
statement  containing  the  information 
specified  by  Schedule  14A.  Preliminary 
and  final  forms  of  the  proxy  statement 
must  be  filed  with  the  Commission. 
Pursuant  to  Rule  14a-2.  an  exemption 
from  application  of  the  proxy  rules  is 
available  for  certain  limited  types  of 
solicitations.** 

Rule  14a-2(a)  provides  an  exemption 
for  solicitations  made  “otherwise  than 
on  behalf  of  the  management  of  the 
issuer"  *^  to  ten  or  fewer  persons. 
Certain  commentators  at  the  public 
hearings  pointed  out  that  this 
exemption,  in  view  of  the  broad 


“Rule  14a-8(a)(3)(i]  provides  that,  if  no  annual 
meeting  was  held  in  the  previous  year  or  the  dale  of 
the  annual  meeting  has  been  changed  by  more  than 
30  calendar  days  from  the  dale  of  the  previous 
year's  annual  meeting,  a  proposal  shall  be  received 
by  management  a  reasonable  time  before  the 
solicitation  is  made. 

“17  CFR  240.14a-2. 

"See.  supra,  not  19e  at  19. 


definition  of  the  term  “solicitation" 
under  the  proxy  rules,  does  not  provide 
realistic  opportunities  for  financial 
analysts  and  others  in  the  business  of 
providing  financial  advice  to  furnish 
proxy  voting  advice,  on  an  unsolicited 
basis,  to  their  customers.*® 

Recognizing  the  potential  impact  of 
shareholder  voting,  particularly  voting 
by  institutional  investors,  on  corporate 
elections  and  corporate  governance 
generally,  the  Commission  is  concerned 
that  its  rules  not  be  an  unreasonable 
impediment  to  the  flow  of  information  to 
shareholders  from  professional  financial 
advisors.  Such  persons  are  likely  to  be 
very  familiar  with  the  affairs  of  issuers 
and  could  serve  as  a  valuable  source  of 
information  concerning  the  matters  , 
being  voted  on.  Accordingly,  the 
Commission  has  determined  to  propose 
for  comment  an  exemption  from  the 
informational  and  filing  requirements  of 
the  proxy  rules  for  the  furnishing  of 
proxy  voting  advice  by  financial 
advisors,  under  certain  circumstances. 
Proposed  Rule  14a-2(b)(2)  *®  provides 
that  Rules  14a-3  through  14a-8  and  14a- 
10  through  14a-12  do  not  apply  to  the 
furnishing  of  proxy  voting  advice  by  any 
person  (the  “advisor”)  to  any  other 
person  with  whom  the  advisor  has  a 
business  relationship.  The  term 
“advisor”  is  defined  as  a  person  who 
renders  financial  advice  in  the  ordinary 
course  of  his  business.  “Advisors” 
would  normally  include  financial 
analysts,  investment  advisors  and 
broker-dealers.  A  “business 
relationship”  would  exist  if  the  advisor 
has  previously  provided  financial 
advisory  services  and  the  recipient  has 
provided  compensation  or  otherwise 
consented  to  receipt  of  the  services.  By 
its  terms,  the  proposed  exemption  would 
not  be  available  if  the  advisor  recieves  a 
special  commission  or  remuneration  for 
furnishing  the  proxy  voting  advice  from 
any  person  other  than  the  recipient  or  if 
the  advice  is  furnished  on  behalf  of  any 
person  who  is  soliciting  proxies.  The 
proposed  exemption  would  also  require 
disclosure  of  any  significant  relationship 
with  the  issuer  and  any  material  interest 
in  any  matter  on  which  advice  is  given. 

As  proposed,  the  exemption  w'ould  be 
available  for  proxy  voting  advice 


“The  term  “solicitation.”  which  is  defined  in  Rule 
14a-l,  17  CFR  240.14a-l.  includes  the  furnishing  of  a 
communication  to  shareholders  “under 
circumstances  reasonably  calculated  to  result  in  the 
procurement,  withholding  or  revocation  of  a  proxy.” 
A.s  a  general  matter,  unsolicited  proxy  voting  advice 
would  consitute  a  “solicitation"  subject  to  the  proxy 
rules.  See  Securities  Exchange  Act  Release  No.  7208 
(January  7, 1904). 

“The  provisions  of  subparagraphs  (b)  through  (g) 
of  present  Rule  14a-2, 17  CFR  240.14a-2(b)-(g).  are 
contained  in  subparagraphs  (1)  through  (6)  of 
proposed  Rule  14a-2(a). 
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relating  to  elections  of  directors, 
including  election  contests  subject  to  the 
provisions  of  Rule  14a-ll.” 
Commentators  are  requested  to  discuss 
whether  an  election  contest  gives  rise  to 
special  problems  which  might  render  the 
availability  of  an  exemption  in  that 
situation  inappropriate. 

G.  Limiting  the  Exemption  From  the 
Proxy  Rules  for  Certain  Non-Issuer 
Solicitations — Proposed  Rule  14a- 
2(b)(1) 

As  discussed  above,  Rule  14a-2(a)  of 
the  Commission’s  proxy  rules  provides 
that  Rules  14a-l  through  14a-ll  do  not 
apply  to  solicitations  made  other  than 
on  behalf  of  the  issuer  to  ten  or  fewer 
persons.  The  Commission  believes  that 
the  application  of  Rule  14a-9  to 
solicitations  is,  in  most  cases,  a 
necessary  means  of  assuring  that 
communications  which  may  influence 
shareholder  voting  decisions  are  not 
materially  false  or  misleading.  The 
Commission  is  concerned  that  Rule  14a- 
2(a)  may  exempt  certain  non-issuer 
solicitations  from  this  prohibition  when 
there  appears  to  be  no  basis  for  such  an 
exemption.  Therefore,  the  Commission 
is  requesting  comments  on  proposed 
Rule  14a-2(b)(l)  which  would  subject 
such  solicitations  to  Rule  14a-9. 

III.  Text  of  Proposed  Amendments 

I.  Section  240.14a-2  is  proposed  to  be 
revised  to  read  as  follows: 

§  240.14a-2  Solicitations  to  which 
§§  240.14a-3  to  240.14a-12  apply. 

Sections  240.14a-3  to  240.l4a-12  apply 
to  every  solicitation  of  a  proxy  with 
respect  to  securities  registered  pursuant 
to  section  12  of  the  Act,  whether  or  not 
trading  in  such  securities  has  been 
suspended,  except  that: 

(a)  Sections  240.14a-3  to  240.14a-12  do 
not  apply  to  the  following: 

(1)  Any  solicitation  by  a  person  in 
respect  of  securities  carried  in  his  name 
or  in  the  name  of  his  nominee  (otherwise 
than  as  voting  trustee]  or  held  in  his 
custody,  if  such  person — 

(i)  Receives  no  commission  or 
remuneration  for  such  solicitation, 
directly  or  indirectly,  other  than 
reimbursement  or  reasonable  expenses, 

(ii)  Furnishes  promptly  to  the  person 
solicited  a  copy  of  all  soliciting  material 
with  respect  to  the  same  subject  matter 
or  meeting  received  from  all  persons 
who  shall  furnish  copies  thereof  for  such 
purpose  and  who  shall,  if  requested, 
defray  the  reasonable  expenses  to  be 
incurred  in  forwarding  such  material, 
and 

*’17CFR240.14a-ll. 


(iii)  In  addition,  does  no  more  than 
impartially  instruct  the  person  solicited 
to  forward  a  proxy  to  the  person,  if  any, 
to  whom  the  person  solicited  desires  to 
give  a  proxy,  or  impartially  request  from 
the  person  solicited  instructions  as  to 
the  authority  to  be  conferred  by  the 
proxy  and  state  that  a  proxy  will  be 
given  if  no  instructions  are  received  by  a 
certain  date. 

(2)  Any  solicitation  by  a  person  in 
respect  of  securities  of  which  he  is  the 
beneficial  owner; 

(3)  Any  solicitation  involved  in  the 
offer  and  sale  of  securities  registered 
under  the  Securities  Act  of  1933: 
Provided,  That  this  paragraph  shall  not 
apply  to  securities  to  be  issued  in  any 
transaction  of  the  character  specified  in 
paragraph  (a)  of  Rule  145  under  that  Act; 

(4)  Any  solicitation  with  respect  to  a 
plan  of  reorganization  under  Chapter  X 
of  the  Bankruptcy  Act,  as  amended,  if 
made  after  the  entry  of  an  order 
approving  such  plan  pursuant  to  section 
174  of  said  Act  and  after,  or 
concurrently  with,  the  transmittal  of 
information  concerning  such  plan  as 
required  by  section  175  of  said  Act; 

(5)  Any  solicitation  which  is  subject  to 
Rule  62  under  the  Public  Utility  Holding 
Company  Act  of  1935;  and 

(6)  Any  solicitation  through  the 
medium  of  a  newspaper  advertisement 
which  informs  security  holders  of  a 
source  from  which  they  may  obtain 
copies  of  a  proxy  statement,  form  of 
proxy  and  any  other  soliciting  material 
and  does  no  more  than  (i)  name  the 
issuer,  (ii)  state  the  reason  for  the 
advertisement,  and  (iii)  identify  the 
proposal  or  proposals  to  be  acted  upon 
by  security  holders. 

(b)  Sections  240.14a-3  to  240.14a-8 
and  240.14a-10  to  240.14a-12  do  not 
apply  to  the  following: 

(1)  Any  solicitation  made  otherwise 
than  on  behalf  of  the  issuer  where  the 
total  number  of  persons  solicited  is  not 
more  than  ten;  and 

(2)  The  furnishing  of  proxy  voting 
advice  by  any  person  (the  “advisor”)  to 
any  other  person  with  whom  the  advisor 
has  a  business  relationship,  if: 

(i)  The  advisor  renders  financial 
advice  in  the  ordinary  course  of  his 
business; 

(ii)  The  advisor  discloses  any 
significant  relationship  with  the  issuer 
and  any  material  interest  in  any  matter 
on  which  advice  is  given; 

(iii)  The  advisor  receives  no  special 
commission  or  remuneration  for 
furnishing  the  proxy  voting  advice  from 
any  person  other  than  the  recipient  of 
the  advice;  and 


(iv)  The  proxy  voting  advice  is  not 
furnished  on  behalf  of  any  person 
soliciting  proxies. 

II.  Section  240.14a-4  is  proposed  to  be 
revised  as  follows: 

§  240.14a-4  Requirements  as  to  proxy. 

(a)  The  form  of  proxy  (1)  shall  indicate 
in  bold-face  type  whether  or  not  the 
proxy  is  solicited  on  behalf  of  the 
issuer’s  board  of  directors  or,  if  provided 
other  than  by  a  majority  of  the  board  of 
directors,  shall  indicate  in  bold-face 
type  the  identity  of  the  persons  cn 
whose  behalf  the  solicitation  is  made; 
and  (2)  shall  provide  a  specifically 
designated  blank  space  for  dating  the 
proxy  card;  and  (3)  shall  identify  clearly 
and  impartially  each  matter  or  group  of 
related  matters  intended  to  be  acted 
upon,  whether  proposed  by  the  issuer  or 
by  security  holders.  No  reference  need 
be  made,  however,  to  proposals  as  to 
which  discretionary  authority  is 
conferred  pursuant  to  paragraph  (c)  of 
this  section. 

(b) (1)  Means  shall  be  provided  in  the 
form  of  proxy  whereby  the  person 
solicited  is  afforded  an  opportunity  to 
specify  by  ballot  a  choice  between 
approval  or  disapproval  of  each  matter 
or  group  of  related  matters  referred  to 
therein  as  intended  to  be  acted  upon, 
other  than  elections  to  office. 

(2)  A  form  of  proxy  which  provides  for 
the  election  of  directors  shall  list  the 
names  of  persons  nominated  for  election 
as  directors  and  shall  clearly  provide, 
by  boxes  or  otherwise,  means  for  the 
security  holder  to  grant  authority  to  vote 
for  or  against  each  nominee, 
individually.  Such  form  of  proxy  may 
also  provide  a  means  for  the  security 
holder  to  grant  authority  to  vote  for  a 
clearly  designated  list  of  nominees,  as  a 
group:  Provided.  That  there  is  a  similar 
means  for  the  security  holder  to  vote 
against  such  list  of  nominees.  If  security 
holders  have  cumulative  voting  rights, 
the  form  of  proxy  may  provide,  by  boxes 
or  otherwise,  a  means  for  the  security 
holder  to  grant  discretionary  authority 
to  have  his  votes  cumulated  and  voted 
by  the  proxyholder  for  any  nominees 
other  than  nominees  against  whom  the 
security  holder  has  voted. 

Instruction.  Paragraph  (2)  does  not  apply  in 
the  case  of  a  merger,  consolidation  or  other 
plan  if  the  election  of  directors  is  an  integral 
part  of  the  plan. 

(3)  No  form  of  proxy  shall  confer 
discretionary  authority  to  vote  with 
respect  to  any  matter  as  to  which  the 
security  holder  is  afforded  an 
opportunity  to  specify  a  choice  and  no 
specification  has  been  made.  However, 
a  form  of  proxy  may  provide  a  means  by 
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ballot  for  the  security  holder  to  grant  to 
the  person  soliciting  the  proxy 
discretionary  authority  to  vote  for  any 
matter,  other  than  the  election  of 
directors,  as  to  which  the  security  holder 
is  afforded  an  opportunity  to  specify  a 
choice,  and  may  provide  in  bold-face 
type  that  shares  represented  by  a  proxy 
which  has  been  signed  but  on  which  no 
choice  has  been  specified  may  be 
counted  for  purposes  of  obtaining  a 
quorum. 

III.  Section  240.14a-5  is  proposed  to  be 
amended  by  adding  paragraph  (f)  to 
read  as  follows: 

§  240.14a-5  Presentation  of  Information  in 
proxy  statement 
***** 

(f)  All  proxy  statements  shall  disclose, 
under  an  appropriate  caption,  the  date 
by  which  proposals  of  security  holders 
intended  to  be  presented  at  the  next 
annual  meeting  must  be  received  by  the 
issuer  for  inclusion  in  the  issuer's  proxy 
statement  and  form  of  proxy  relating  to 
that  meeting.  If  the  date  of  the  next 
annual  meeting  is  subsequently 
advanced  by  more  than  30  calendar 
days  or  delayed  by  more  than  90 
calendar  days  from  the  date  of  the 
annual  meeting  to  which  the  proxy 
statement  relates,  the  issuer  shall 
promptly  inform  security  holders  of  such 
change  by  any  means  reasonably 
calculated  to  so  inform  them. 

IV.  Items  5  and  6  of  §  240.14a-101  are 
proposed  to  be  amended  to  read  as 
follows: 

§  240.148-101  Schedule  14A  information 
required  in  proxy  statement 
***** 

Item  5.  Voting  Securities  and  Principal 
Holders  Thereof 

***** 

(c)  If  action  is  to  be  taken  with  respect  to 
the  election  of  directors:  (1)  disclose  the 
effect  on  the  election  of  directors  of  casting 
votes  against  nominees;  and  (2)  if  the  persons 
solicited  have  cumulative  voting  rights:  (A) 
make  a  statement  that  they  have  such  rights, 
(B)  briefly  describe  such  rights,  (c)  state 
briefly  the  conditions  precedent  to  the 
exercise  thereof,  and  (D)  if  discretionary 
authority  to  cumulate  votes  is  solicited, 
indicate  whether  votes  will  be  cast  for  any 
nominee  or  nominees  in  preference  to  others 
and,  if  so,  in  what  manner. 
***** 

Item  6.  Directors  and  Executive  Officers 
***** 

(g)  With  respect  to  those  classes  of  voting 
stock  which  participated  in  the  election  of 
directors  at  the  most  recent  meeting  at  which 
directors  were  elected: 

(1)  State  in  an  introductory  paragraph 
the  percentage  of  shares  present  at  the 


meeting  and  voting  in  the  election  of 
directors;  and  (2)  disclose  in  tabular 
format,  following  such  introductory 
paragraph,  the  percentage  of  those 
shares  voting  in  the  election  of  each 
nominee  which  were  voted  for  and 
against  each  nominee.  When  groups  of 
classes  or  series  of  classes  vote  together 
in  the  election  of  a  director  or  directors, 
they  shall  be  treated  as  a  single  class  for 
the  purpose  of  the  preceding  sentence. 

Instructions.  1.  Calculate  the 
percentage  of  shares  present  at  the 
meeting  and  voting  in  the  election  of 
directors,  referred  to  in  paragraph  g(l), 
by  dividing  the  total  number  of  votes 
cast  for  the  director  who  received  the 
highest  aggregate  of  votes  cast  for  and 
against  by  the  total  number  of  shares 
outstanding  which  were  eligible  to  vote 
as  of  the  record  date  for  the  meeting. 

2.  No  information  need  be  given  in 
response  to  item  6(g)  unless,  with 
respect  to  any  class  of  voting  stock  (or 
group  of  classes  which  voted  together], 

5%  or  more  of  the  shares  voted  in  the 
election  of  any  one  of  the  nominees 
were  voted  against  the  nominee. 

3.  If  an  issuer  elects  less  than  the  entire 
board  of  directors  annually,  disclosure  is 
required  as  to  all  directors  if  5%  or  more  of 
the  shares  voted  were  voted  against  any 
incumbent  director  at  the  meeting  at  which 
he  was  most  recently  elected. 

(Secs.  14,  23(a),  48  Stat.  895,  901;  sec.  203(a). 
49  Stat.  70^1;  sec.  8.  49  Stat.  1379:  sec.  5,  78 
Stat.  569,  570;  sec.  3,  82  Stat.  455;  secs.  3-5,  84 
Stat.  1497;  sec.  18.  89  Stat.  155:  (155  U.S.C. 
78n.  78wia)]) 

rv.  Authority  for,  and  Request  for 
Comments  on,  Proposed  Amendments 

The  Commission  is  mindful  of  the  cost 
to  registrants  and  others  of  its  proposals 
and  recognizes  its  responsibilities  to 
weigh  with  care  the  costs  and  benefits 
which  result  from  its  rules.  Accordingly, 
the  Commission  specTically  invites 
comments  on  the  costs  to  registrants 
and  others  of  the  adoption  of  the 
proposed  rules  published  herein. 

Pursuant  to  section  23(a)(2)  of  the 
Securities  Exchange  Act,  the 
Commission  has  considered  the  impact 
that  these  proposals  would  have  on 
competition  and  is  not  aware,  at  this 
time,  of  any  burden  that  such  rules,  if 
adopted,  would  impose  on  competition 
not  necessary  or  appropriate  in 
furtherance  of  the  purposes  of  the  act. 
However,  the  Commission  specifically 
invites  comments  as  to  the  competitive 
impact  of  these  proposals  if  adopted. 

The  Commission  hereby  proposes  for 
comment  amendments  to  regulation  14A 
(17  CFR  240.14a-l  et  seq.)  and  schedule 
14A  (17  CFR  240, 14a-101)  pursuant  to 


sections  14,  and  23(a)  of  the  Securities 
Exchange  Act  of  1934. 

The  Commission  will  endeavor  to 
review  the  comments  on  these  proposals 
and  take  such  actions  as  may  appear 
necessary  to  have  the  amended 
requirements  adopted  in  time  for 
compliance  by  issuers  in  the  1980  proxy 
season.  Accordingly,  the  Commission 
will  not  extend  the  comment  period 
beyond  the  date  originally  fixed. 

All  interested  persons  are  invited  to 
submit  their  views  and  comments  on  the 
foregoing  proposals  in  triplicate  to 
George  A.  Fitzsimmons,  Secretary, 
Securities  and  Exchange  Commission. 
Washington,  D.C.  20549,  on  or  before 
September  30, 1979.  Such 
communications  should  refer  to  file  S7- 
796  and  will  be  available  for  public 
inspection. 

By  the  Commission. 

George  A.  Fitzsimmons, 

Secretary. 

August  13, 1979. 
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